Q2      THE    MAKING    OF    FEDERAL     INDIA

The Council would consist of thirty members, including
ten representatives of the States.

(A) Financial Reforms

In devising a practical Constitution for India, perhaps
the foremost consideration is Finance. The subject of Indian
finance was dealt with by the Commission's Financial
Assessor, Mr. (now Sir) Walter Lay ton.

The chief features of the financial situation in India are
described as follows :

1.  The mass of the people is extremely poor.

2.  India's   expenditure   on   the   primary   functions   of
government, such as defence and the maintenance of
law and order, is as high in proportion to her wealth
as that of Western nations.

3.  But her expenditure on social services, such as educa-
tion, health, sanitation, etc., is far behind Western
standards, and indeed, in many directions, is almost
non-existent.    Sir Walter observed " that an unusually
small proportion of the revenue raised is used in
services which, are of direct benefit in raising the
status of the masses of the people/'

It was, however, indicated that the public revenues in
India could be substantially increased without imposing an
intolerable burden of taxation, provided that its incidence
was adjusted to the capacity of taxpayers to pay, and that
taxes were not put upon primary necessities. But the
only practicable means of economic and social welfare of
the people would be to increase public expenditure on
the " Nation-building " services. It was pointed out that
"wise expenditure on social services and particularly on
health and education should be remunerative in the sense
of increasing the wealth-producing power and, therefore, the
taxable capacity of a country."

Sir Walter, after stating several reasons why little has